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CITY OF HAPPY VALLEY, OREGON
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)

The management of the City of Happy Valley presents this analysis of the City’s financial activities for the
fiscal year ended June 30, 2022. Please read it in conjunction with the City’s financial statements and notes,
which follow this section.

Financial Highlights

At June 30, 2022 the City’s total net position was $153 million which was an increase of $19.3 million
over the previous year. The prior year saw net position increase of $11.3 million most of which was
attributable to the $12 million in street additions to Capital Assets. The current year increase is primarily
attributable high level of development revenues and the street additions to Capital Assets of $5 million.

The General Fund ended the fiscal year with a total fund balance of $24 million. Of that balance, $744
thousand was either non-spendable or restricted for prepaid expenses and PEG fees. The remaining
$23.3 million was unrestricted with $15 million committed and $8.3 million unassigned. Committed
funds are comprised of general operations reserve to be used to offset the cyclical nature of revenue
and maintain agreed upon service levels, dollars set aside for pedestrian improvement projects, and
replacement reserves for the purchase of items based on an agreed upon replacement schedule.
Unassigned funds are available for general operations.

The General Fund had an increase in fund balance of $4.3 million because revenues outpaced the
growth in expenses. Notably, development revenues were robust as well as right of way use fees.

Overview of the Financial Statements

This financial report consists of; management’s discussion and analysis (this section), basic financial
statements, required supplementary information, and other supplementary information.

The basic financial statements include two statement types which present different views of the City and
the notes. The first two statements are government-wide financial statements which provide both long-term
and short-term information about the City’s overall financial status. The remaining statements are fund
financial statements which focus on individual parts of the government and report the City’s operations in
more detail than the government-wide statements. The governmental fund statements tell how general
government services are financed in the short term as well as what remains for future spending. The notes
contain information to help explain what is in the financial statements and provide more detailed data.

The basic financial statements are followed by the required supplementary information and other
supplementary information which further explain and support the information in the basic financial
statements. The remainder of this overview section of management’s discussion and analysis explains the
structure and content of each of the statements.
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Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all City assets,
deferred outflows of resources, liabilities, and deferred inflows of resources. All current year revenues and
expenses are accounted for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City’s net position and how it changed from the previous
fiscal year. Net position is the difference between the City’s assets, deferred outflows of resources,
liabilities and deferred inflows of resources and are a way to measure the City’s financial health. Over time,
increases or decreases in the City’s total net position can be indicators as to whether its financial health is
improving or deteriorating, respectively. To assess the overall health of the City, one must consider
additional non-financial factors such as the City’s tax base, local and statewide economic and legislative
climate, as well as other factors.

The government-wide financial statements include Governmental activities which encompass most of the
City’s basic services. These include general government, public safety, planning, building, library, streets,
and parks. Property taxes, licenses, permits, and intergovernmental revenues finance most of these
activities.

Fund Financial Statements

The fund financial statements provide detailed information about each of the City’s most significant funds
but do not provide information about the City as a whole. Funds are accounting tools the City uses to track
specific sources of funding and spending for particular purposes.

The City has governmental funds which are explained as follows:

e Governmental funds are used to account for the City’s basic services. Governmental funds focus on
near-term inflows and outflows of spendable resources and the balances of spendable resources
available at fiscal year-end. Thus, governmental fund statements provide a detailed short-term view
to determine whether there are greater or fewer financial resources available to finance the City’s
services in the near future. Reconciliations are provided to explain the relationship (or differences)
between these statements and the long-term focus of the government-wide statements.

Other Information

In addition to the basic financial statements and notes, this report also presents certain required
supplementary information and other supplementary information concerning the City’s compliance with its
annual appropriated budget amounts. A budgetary comparison statement for each fund is provided in the
other supplementary information to demonstrate compliance with the budget.

Financial Analysis of the City

For the year ended June 30, 2022 the City’s assets and deferred outflows of resources exceeded its liabilities
and deferred inflows of resources by $153 million. Cash and Investments represent 48% of total assets.
Long lived capital assets including land, buildings, streets, equipment, and vehicles comprise 50% of total
assets. The remaining assets include prepaid items, accounts and property tax receivables and Net OPEB
Asset.

The actuarially determined Net Pension Liability represents 55% of total liabilities. Remaining liabilities
are payments to vendors, governments, and accrued personnel costs.
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Table 1 — Net Position as of June 30™

Total Total
2022 2021
Assets
Current and Other Assets 82,104,909 72,142,524
Capital Assets 82,140,064 74,942,461
Total Assets 164,244,973 147,084,985
Deferred Outflows of Resources 4,323,448 5,078,963
Liabilities
Current and Other Liabilities 3,464,406 3,670,063
Non-Current Liabilities 5,302,771 8,883,499
Total Liabilities 8,767,177 12,553,562
Deferred Inflows of Resources 6,407,467 5,486,316
Net Position
Net Investment in Capital Assets 82,140,064 74,942,461
Net Position - Restricted 51,228,063 43,301,090
Net Position - Unrestricted 20,025,650 15,880,519
Total Net Position 153,393,777 134,124,070

The largest part of net position is the investment in capital assets less any outstanding debt used to acquire
the assets. The City uses capital assets to provide services to citizens, but those capital assets are not
available for future spending. The resources needed to repay related debt must come from a source other
than the capital assets themselves. However, there is no related debt as the City paid off the remaining debt
on the City Hall Building. Those bonds were the City’s only long-term debt. Total net position of the City
is positive and has increased from the prior fiscal year.

Net Position - June 30,2022

$20,025,650

$51,228,063 $82,140,064

= Net Investment in Capital Assets = Restricted Unrestricted
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Table 2 - Changes in Net Position

Total Total
2022 2021
Revenues:
Program Revenues
Charges for Services $ 5,948,749 $ 10,958,587
Operating Grants and Contributions 4,782,867 192,616
Capital Grants and Contributions 11,001,109 -
General Revenues
Property Taxes 10,412,504 9,270,145
Gas Tax 1,952,952 1,645,180
ROW Fees 2,145,835 1,912,466
Intergovernmental 1,151,303 1,403,597
Library District 3,218,934 3,132,510
Other Revenue 892,263 6,580,656
Total Revenues 41,506,516 35,095,757
BExpenses:
General Government 8,963,771 9,461,266
Cultural and Recreation 3,898,162 3,372,695
Public Safety 5,024,529 4,860,512
Highways and Streets 4,350,347 6,062,977
Interest on long term debt - -
Total Expenses 22,236,809 23,757,450
Change in Net Position 19,269,707 11,338,307
Net Position - Beginning 134,124,070 122,785,763
Net Position - Ending $ 153,393,777 $ 134,124,070

The City’s total revenues increased $6.4 million to $41.5 million over the previous year revenue. Most of
the increase was a result of $5 million received from American Rescue Plan Act funds. Additionally, the
increase was a result of nearly $5 million in street additions from several large subdivisions being
constructed in the City. Since the developers paid for these new roads and there were no expenses by the
City, the result is a gain which is ends up in the Other Revenue category. Robust development fees and
SDC'’s also contributed to the large increase in revenues.

Expenses decreased $1.5 million to $22.2 million over the previous year expenses. Expenses across the
departments saw slight increases in materials and services and personnel. However, expenses in the
Transportation Systems Development (TSDC) Fund decreased as there were large TSDC credits issued in
the prior year. These credits are booked as expenses when issued because they are a result of developer
constructed infrastructure. Net position increased by $19.3 million compared to the prior year’s increase of
$15.4 million.

Development is cyclical in nature as are the associated revenues. To offset this ebb and flow of resources,
the City created a reserve fund with the 2012-13 budget. Additional amounts were transferred to the fund
in subsequent budgets. As of June 30, 2022, the General Operations Reserve fund had a fund balance of
$838,974.
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Streets account for 70% of all city owned capital assets and 73% of depreciation expense. In 2018, the City
completed a pavement quality index study which assessed the quality of all streets in the City. This study
gives the City streets a benchmark to strive towards when maintaining streets on a continual basis. Given
the passage of House Bill 2017, the City believes the increased share the state gas tax should be sufficient
to maintain our Streets to an acceptable level.

City police services are funded through a local option levy and are currently contracted through Clackamas
County. A five-year levy was renewed by the voters at a rate of $1.38 per thousand in November 2019.
This rate will provide adequate revenue to support our current service level.

Financial Analysis of the City’s Funds
Revenues from governmental fund types totaled $39 million in 2022. Governmental fund balances totaled
$76.3 million at June 30, 2022 The following is a summary of changes in governmental fund balances:

City of Happy Valley - Changes in Governmental Fund Balances

June 30, 2022 June 30, 2021 Change
General Fund $ 24,032,004 $ 19,722,339 $ 4,309,665
Library Fund 6,278,679 6,024,436 254,243
Parks Fund 1,411,128 844,063 567,065
Street Fund 4,195,218 3,221,316 973,902
Storm System Development Fund 1,428,967 1,328,137 100,830
Parks System Development Fund 18,945,129 18,802,344 142,785
Transportation System Development Fund 6,649,321 5,508,680 1,140,641
Public Safety Fund 1,601,132 1,662,683 (61,551)
Parks Capital Projects Fund 8,570,198 4,970,220 3,599,978
Pedestrian Improvement Projects Fund 1,449,841 1,304,711 145,130
Urban Renewal Agency 1,731,773 680,773 1,051,000

The General Fund increase was due to a sizable increase in property tax revenue as well as consistent
increases in areas such as right of way use fees state shared revenues and intergovernmental revenues. The
combination of building, planning and engineering fees was at or above $2 million for the sixth year in a
row. The Library Fund balance increased $254243 to $6.3 million as a result of increased Library District
Revenue. The Library Fund transferred $600,000 to the Library Reserve for Replacement Fund to save up
for replacement of capital assets and a facility expansion. The Parks Fund balance ended the year at $1.4
million as a result of increased parks operating levy tax revenue. The Parks and Transportation SDC Funds
increased to $18.9 million and $6.6 million respectively as there were no major SDC projects during the
year and robust development activity. The Parks Capital Projects Fund increased $3.6 million as a result of
$4 million ARPA funds which were transferred from the General Fund. These funds will be used for several
priority parks projects. The other $1 million in ARPA funds stayed in the General Fund.

General Fund Budgetary Highlights

General Fund General Fund
Revenues by type Expenditures by type @ Administration
$603.238 $761,087

$5,886,875 32,288,700 mPproperty Taes ' @ Community

Services & Public
OLicenses and $3,098,473 Safety
Permits Economic &
Community
/ $7,188,931 Intergovernmental $3.465.918 Development

O Public Works
@ Other $1,275,290












CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

BASIC FINANCIAL STATEMENTS







































































































CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

REQUIRED SUPPLEMENTARY INFORMATION































CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

OTHER SUPPLEMENTARY INFORMATION
























































































CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

STATISTICAL SECTION


























































CITY OF HAPPY VALLEY
CLACKAMAS COUNTY, OREGON

INDEPENDENT AUDITOR’S REPORT REQUIRED BY OREGON STATE REGULATION










	Table of Contents



